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KEY ECONOMIC INDICATORS: 


Area and Population 

Area: 185,170 square kilometers 

Population: 8.1 million (1978 estimate) 

Population growth rate: 3.1% annually 

Labor Force: 2.1 million 

Rural population as percentage of whole: 1960 census = 63%; 1970 census = 573 


% Change 
1975 1976 1977 1976-1977 


Income and Production 
GDP factored for inflation 
(current prices) $5,352.3 $6,209.3 $6,664.9 +7. 35% 


Money, International Liquidity and Banking 
Rate of Change in Money Supply at Yearend: 
Ml +25% +23% +27% 
M 2 +35% +333 +343 
Official Reserves 769 366 589 +603 
Bank Domestic Assets 1,432 2,256 2,342 + 7,.4%* 


Balance of Trade and Payments Statistics 
Exports (f.0.b.) 942.7 1,098.4 1,076.7 
Imports (c.i.f.) 1,560.8 2,24a.1L 25591.7 
(U.S. Share $) (4%) (8%) (6%) 
Net Services Balance -3 -22 +137 
Net Official Transfers and 
Movement of Official Capital +634 +618 +1,362 


Production Factors 

Agriculture (Land cropped - '000 ha; Production -'000 tons) : 
Wheat 1692/1550 1590/1790 1528/1217 
Barley 1011/597 += 1171/1059 1021/336 
Lentils 97/67 146/136 178/117 
Seed Cotton 208/414 182/409 187/395 
Sugar Beets 8/187 9/242 12/273 


Industry ('000 tons) 
Crude Petroleum 9,572 10,039 9,100 
Phosphate Rock 857 511 425 
Cotton Yarn aha? 31.9 27.8 
Cement 994 1,110 1,395 
Electricity ('000,000 KWH) 1,673 1,776 2,152 


Sources: Statistical Abstract, 1978, 

Central Bureau of Statistics; and 

Quarterly Bulletin, Vols. XV-XVII, 

Central Bank of Syria 
Above monetary figures in millions of U.S. dollars; *in Syrian lira tems 
Exchange rates: 1975 -USS=SL3.65; 1976 - USS$=SL3.77 avg.; 1977 - US$=SL3.95 





SYRIAN ARAB REPUBLIC 


SUMMARY: The Syrian GDP rapid rate of growth (averaging 

13 percent in 1974-1975) following the October 1973 War 

was eroded by inflation and a widening trade balance and 
declined to an average of four-six percent in 1977-1978. 

The dislocations caused by a too rapid expansion of the 
economy manifested themselves in increased consumer demand 
that could not be matched by an increase in production. 

(The lag time in bringing investments on line was longer 
than expected.) These dislocations were exaggerated for a 
short period by the effects of the Lebanese Civil War, the 
closing of Beirut Port, and the influx of hundreds of 
thousands of refugees. Drastic measures designed to 
eliminate balance of trade and inflation problems, instituted 
in 1977, were continued in 1978. Although successful in 
correcting the problems at which they were aimed, they 

also brought about a drastic reduction in GDP growth. 
However, consumption remains high as privately-held foreign 
exchange (now permitted to move with few restrictions) 
assumes an increasingly large portion of the import bill. 
Unemployment remains low, thanks to large exports of skilled 
labor to the Arabian Peninsula and government policies. 

With a large industrial base, extensive agricultural land, 
adequate water resources, an exportable surplus of petroleum, 
a considerable skilled labor pool, a large reserve of 
privately-held foreign exchange, and the legendary entre- 
preneurial skills of Syrian businessmen, the objective 
conditions of the Syrian economy remain optimistic. Bottle- 
necks are largely managerial and ideological as the country 
attempts to find a balance between the stultifying socialism 
of the sixties and free-wheeling oligopoly capitalism of the 
fifties which it replaced. 


Although direct American exports (which had almost doubled 
every year between 1974-1976) have leveled off, the 
opportunities for U.S. exports of technology as well as 
investment and consulting and contracting (through a 
rapidly-developing aid program) hold great promise. U.S. 
exports continue to dominate markets in petroleum equipment, 
irrigation and agricultural equipment, and aeronautical 
equipment. The large volume of Syrian import needs in other 
sectors, particularly transportation, electronic data pro- 
cessing, and all aspects of food processing, are a challenge 
for exploitation by U.S. exporters. END SUMMARY. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The ascension to power of General Hafez al-Assad in November 
1970 put an end to the chronic political instability and 
economic stagnation which had plagued Syria since independ- 
ence was gained in 1946. Assad has been President eight 
years, longer than any of his predecessors. His regime has 
been marked by a relaxation of internal tensions, a certain 
pragmatism in foreign policy, and rationalism in economic 
planning. The October 1973 War with Israel demonstrated 
unprecedented Syrian political and military cooperation with 
other Arab states; the results of the War instilled most 
Syrians with pride and strengthened the credibility of the 
regime. War damage was quickly repaired, and relations were 
restored with the United States on June 16, 1974. Since 
then Syria has been active in seeking a political solution 
to Middle East problems and has played a positive role in 
the Lebanese Civil War. 


The extremely high rate of growth following the October 1973 
War has leveled off. The 13 percent average annual rate of 
increase in GDP (at constant prices) in 1974-1975, fueled by 
generous loans and grants from abroad, higher prices for 
Syrian products such as petroleum, cotton and phosphates, 
and increased expenditures of Syrian private capital as 


business confidence returned, could not have been sustained 
indefinitely. Growth in 1976 was about eight percent but 
inflation, fueled by the same foreign aid and internal 
borrowing that sparked growth, had reached dangerous levels. 
Furthermore, growth went hand in hand with increased con- 
sumption and imports of both capital and consumer goods and 
services climbed far more rapidly than exports, while domestic 
production failed to keep pace with increased demand. 


By 1976 the BOP deficit reached $500 million and only a 
combination of severe import restrictions, increased foreign 
aid and extensive use of private foreign exchange holdings 
restored equilibrium in 1977. A slight improvement is 
expected for 1978. Although cushioned by price controls and 
consumer subsidies, 1976 inflation approached 30 percent in 
some sectors of the economy. Overall inflation rates have 
been difficult to verify because of the non-economic factors 
mentioned above, and in rural areas may have been held to 
less than 15 percent. More serious, however, were the dis- 
locations caused by the Lebanese Civil War during 1975-1976. 
These dislocations include an influx of almost one million 
refugees and the closing of Beirut Harbor, a set of 
circumstances with which a highly-centralized economic 
apparatus was unable to cope. 





The government reacted to these problems, which reached 
crisis proportions in late 1976, with a variety of vigorous 
and drastic fiscal and monetary measures. Government 
investment was brought to a virtual halt as emphasis shifted 
from new projects to completing projects already underway 

and increasing productivity in public sector enterprises. 
Simultaneously, a series of liberalization measures designed 
to encourage the return of privately-held capital to finance 
consumer goods imports lifted a substantial drain on official 
reserves. Some consumer subsidies, particularly for non- 
essential goods, were dropped. Government consumption 
organizations were required to reduce stocks before being 
permitted to import and short-term debt was stretched out 
wherever possible. The foreign exchange situation appears 

to have been brought under control and inflation has dampened, 
particularly in housing where it had been most dramatic. 
Nevertheless, the Government of Syria intends to continue 
maintaining very tight controls in order to prevent the 
economy from reheating. 


Faced with these crises, the government withdrew and reviewed 
its Fourth Five-Year Plan (1976-1980) and reissued it in June 
1977. (Copies of the Plan are available from the Ofice Arabe 
de Presse et Documentation, P.O. Box 3550, Damascus, S.A.R. 
for SL 150.) The Plan foresees an increase in GDP per capita 
of 12 percent annually and in per capita national income of 


7.9 percent. Emphasis will be placed on agricultural and 
agro-industrial development, with a concurrent attempt to 
stem rural migration by improving rural living conditions. 
The Plan's basic goals are self-sufficiency rather than an 
increase in exportable commodities, with primary emphasis 

on self-sufficiency in foodstuffs and clothing. The Plan is 
a balanced document calling for comparable expansion in 
industry and construction as well. 


Syria seeks to make maximum use of foreign transfers and 
loans -- the majority of which delegate her as a "confrontation 
state" against Israel -- to build a strong economy which will 
sustain itself and continue to grow when the flow of such 
outside funds diminishes. Her long-range planning is solidly 
grounded on the concept of developing existing resources and 
supporting infrastructure, including transportation, ports, 
electric power, and communications.- Accordingly, she has 
invited,for the first time since the late 1950s, western oil 
companies to assist expansion of her increasingly important 
petroleum industry (1977 production was 8.5 million tons) and 
has raised production from her extensive phosphate deposits 
(511,000 tons in 1975). So far, contracts have been signed 
with the newly-formed Syrian/American Oil Company (SAMOCO), 

a subsidiary of Coastal States Gas and Oil of Texas, and with 
Shell Oil of the U.S. (PECTEN), both for concessions in 
Central Syria. 
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Syria's vast arable lands have been heavily farmed since 
antiquity; much of the land as a consequence is no longer 

as productive as it once was. Agricultural development is, 
in part, based on extensive irrigation works flowing from 
the recently-completed (1975) Tabqa Dam on the Euphrates 
River which giveshope of bringing as much as an additional 
640,000 hectares under the plow. The project, delayed in 
execution by its very size, may require extensive replanning 
as technology in the closing years of this century continues 
to change rapidly. In the short run, the project has given 
Syria an excess of electrical power which is, or soon will 
be, exported to Lebanon, Jordan and Turkey. Outside the 
Euphrates Basin, Syria seeks to improve both the quantity 
and quality of agricultural yields with the technical assist- 
ance of organizations such as the Aleppo-based International 
Center of Agricultural Research in Dry Areas, the FAO, and 

a number of other international and Arab League agencies. 
USAID is also studying a variety of agricultural-related 
projects. 


Finally, with the end of the Civil War in Lebanon, Syria 

hopes to exploit tourist development, given her unequalled 
antiquities, beaches, mountains, and deserts as yet relatively 
unexploited. Syrian Arab Airlines, in 1977, inaugurated a 
joint non-stop air service to New York in conjunction with 
Royal Jordanian Airlines -- so far using Jordanian equipment -- 
and is presently negotiating for additional aircraft purchases. 
With the opening of the Sheraton Hotel in Damascus in early 
1978, together with several other hotels, adequate luxury-class 
hotel capacity now exists in the capital. Another recent 
development has been the formation of two mixed private/public 
sector companies for developing tourism services. 


The success of this ambitious economic development program 
depends on a number of factors: the absence of war, continued 
internal stability, development of a trained cadre capable of 
executing and administering the economic development of the 
country, and a continued inflow of foreign money to help pay 
for the necessary imported goods and services until such time 
as the Syrian economy generates enough earnings to take off 

on its own. Dependent to a large extent at this stage of her 
economic development upon foreign largess, the Syrian economy 
is vulnerable to outside political pressures. At this writing, 
Arab aid continues to flow generously and a massive increase 
is expected for 1979 as a result of the October 1978 Baghdad 
Conference. The U.S. economic assistance program is expected 
to continue through 1979 at a level of $100 million annually, 
including some PL 480 shipments and local currency expendi- 
tures. (See addenda at end for summary of USAID's program.) 
Other major aid donors to Syria are the Federal Republic of 
Germany, the IBRD, and the Soviet Union, bringing total aid 
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commitments to Syria for 1978 to an estimated $800 million. 
Although still relatively insignificant, a number of steps 
have been taken by Damascus to encourage foreign private 
investment. Most important have been the signing of invest- 
ment guarantee agreements with the U.S. (OPIC), France, West 
Germany, and Switzerland. 


The 1977 and 1978 budgets have necessarily been readjusted 

to accommodate the dislocations of the past 30 months. The 
1976 budget estimates of $4.52 billion ($2.6 billion for 
development) were scaled down to actual expenditures of 
approximately $2.9 billion, with the bulk of the cut being 
taken from the development budget. The 1977 and 1976 budgets 
are of the order of $4.56 billion, but again it is expected 
that actual expenditures will fall somewhat short of this 
goal in about the same proportion as expected revenues fail 
to reach the same goal. 


Phosphates 


Syria has phosphate reserves estimated at one billion tons. 
Syrian ore (BLP CR3(P04.) is high in chlorine (0.15-0.25 
percent). Production bégan with 20,000 tons in 1971 and, 
under the stimulus of rapid price increases, attained 857,000 
tons in 1975 (considerably short of the government's goal 

of 1.3 million tons). Production fell to 425,000 tons in 
1977, as the state-owned phosphate company sought to draw 
down stocks of rock. World prices for Syrian rock fell 
during the same period from $53 a ton to about $30, but 
Syrian production, responding to improved prices, staged a 
comeback in 1978, with a reported production of nearly one 
million tons. Existing production is concentrated at three 
points (1.2 million tons annual capacity) built with Romanian, 
Polish, and Bulgarian assistance, near Palmyra in Central 
Syria. 


The phosphate production is trucked to Tartous for export. 
The port has storage facilities for 50,000 tons and can load 
1,000 tons an hour. Syria plans to double these capacities 
by 1980. A railway from the mines to Homs (already linked 
by rail to Tartous) is under construction and should be 
completed by the end of 1980. Total exports in 1977 were 
619,600 tons worth $14.7, as opposed to 567,000 tons worth 
$10.6 million in 1976. Exports in 1977 went to Romania 
(almost one-half),Lebanon, North Korea, Poland and Bulgaria; 
besides additional exports in 1978 to these countries, new 
markets were found in India, Yugoslavia and China. 


By 1980 Syria plans to upgrade its production capacity to 
three million tons. As part of this program, the government 
has issued tenders for the study of the design of its three 
phosphate mines currently in operation to determine the 
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methods and equipment needed to upgrade capacity. The state- 
owned company is also considering plans for a new washing 
plant, tenders for which may be issued during 1979. Finally, 
agreement is near on a joint venture between Syria and an 
Italian firm, ENI, to explore, develop, and market new 
phosphate reserves. The total investment, $80-90 million, 
will include both technical assistance and purchase of up to 
one million tons of product. 


Syria has at present no facility for converting phosphate 
rock into end products. Romania is building one TSP plant 
(450,000-ton capacity) in Homs. The plant, which will use 
800,000 tons of phosphate rock, is scheduled to begin opera- 
tion in the first part of 1979. (A second TSP plant has been 
scrapped, at least for this Five-Year Plan.) 


Syria's only existing fertilizer plant is a nitrogen facility 
in Homs, which produced 84,000 tons in 1977. The French 
company, Cruesot-Loire, is building a large ammonia-urea 
plant in Homs. Syria consumed 259,300 tons of fertilizers 

in 1977 (of which 185,000 tons were nitrogen-based and 

65,300 tons were phosphate-based). 


Petroleum 


Oil production, which began in Syria in 1968, grew steadily 


from approximately one million tons per year to ten million 
tons in 1976 and then declined to eight million tons average 
in 1977-1978 (approximately 160,000 barrels a day). Barring 
major new discoveries, production is expected to remain at 
this level for the foreseeable future. At present, five 
fields are being exploited in the northeast corner of Syria 
near the Iraqi border. These fields -- Rumeilan, Karatchuk, 
Suewidiyeh, Jbeisseh and Aliane -- are connected to Homs and 
the port of Banias by line. (Capacity is 14.5 million tons 
per annum.) Virtually all the crude produced in Syria is 
low gravity (17° API) and high in sulphur content. A lighter 
crude (40.5° API) is being produced at the Jbeisseh field, 
which has an estimated 50 million tons in recoverable re- 
serves. Total Syrian proven reserves were unofficially 
estimated in 1976 at about 1,300 million tons, 25-40 perrent 
of which is considered recoverable. 


Syria exported seven million tons of crude oil in 1977, most 
of it to Western Europe for refining into petrochemicals and 
asphalt. In 1974 crude oil replaced cotton as Syria's main 
export and since then has accounted for about 60 percent of 
all export earnings. Crude exports are expected to decline, 
however, aS domestic utilization increases. (Crude imports, 
mostly Iraqi sweet crude, were about 2.2 million tons in 
1978.) As a result, Syria's long-range economic programs 

are no longer keyed to the continued development and expansion 
of petroleum production. 
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Domestic production of refined petroleum products reached 
3.6 million tons in 1977, of which 37 percent was fuel oil, 
31 percent gas oil, 15 percent gasoline and naphtha, 11 per- 
cent kerosene and jet.fuel, and the remaining 6 percent was 
asphalt, LPG and sulphur. Currently, the production of 
petroleum products takes place entirely at the Homs Refinery, 
which has been enlarged several times and has a capacity of 
5.4 million tons annually. This refinery normally operates 
on a mix of 50-50 Syrian and foreign crude. Syria's second 
refinery is under construction at Banias and is expected to 
be on stream in 1979. Banias will also operate on a 50-50 
mixture and will have an annual capacity of 6 million tons. 


Syria appears to have moved away from an earlier policy of 
tying petroleum development to a partnership with the Soviet 
Union and Eastern Europe and is now attempting to expand 
production and adopt western technology. Currently several 
western firms are engaged in negotiations with the Syrian 
Government about offshore and onshore concessions. The two 
American companies, SAMOCO and PECTEN, are expected to spend 
nearly $20 million for exploration in the next two to four 
years on their concessions in Central Syria. Syrian effort 
to expand production has resulted in the discovery of four 
new small fields, but the commercial prospects for these 
fields are still being evaluated. 


In April 1976 Iraq, having completed an alternative pipeline 
from the Kirkuk fields south to the Persian Gulf and another 
through Turkey to the Mediterranean, cut off the flow of oil 
in the Trans-Syrian Line (Banias Terminal) because of differ- 
ences with Syria over rates and prices. This decision has 
cost Syria approximately $150 million annually in lost transit 
fees and higher oil prices. Following the recent (October 
1978) rapprochement between Syria and Iraq, agreement in 
principle to reopen the pipeline has been announced; the 
financial terms are still being discussed. 


Textiles 


Syria has long been known for the quality of its textiles; 
Damascene cloth was prized in Europe and Persia. Most 
private firms of this ancient industry were nationalized in 
1965 and two years later were reorganized into 13 large 
state corporations. Some private ownership continues, 
notably in the weaving industry, but the textile industry 
as a whole is guided by the public firms. Syria is the 
Arab World's third largest producer of cotton (after Egypt 
and Sudan) and textiles are the country's third manufactur- 
ing industry after petroleum and phosphates. The 1977 
production of cotton and other yarns was 32,500 tons, of 
wool and silk carpets 960,000 cubic meters, of stockings 
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and underwear 2.3 million dozen, of silk and cotton textiles 
42,400 tons, and of woolen cloth 1.6 million tons. Ginned 
cotton in 1977 amounted to 155,000 tons, down from 163,500 
tons in 1976. (72-77 percent of Syria's ginned cotton is 
exported. ) 


Syria exported a total of 117,500 tons of raw cotton worth 
$159.4 million in 1976 and 120,900 tons worth $209 million 
in 1977. Most raw cotton exports are to China, USSR, Italy, 
and Czechoslovakia. Exports of woven textiles and other 
textile articles were only $9.4 million in 1977, down from 
$10 million in 1976, and only in part accounted for by in- 
creased local demand. Much of this export is accounted for 
by the private sector. Syrian imports of textile material 
(mainly yarns and threads) rose to $72.8 million in 1977 
from $58.7 million in 1976. 


The Syrian textile manufacturing industry employs 31,000 
workers; manufacturing units, concentrated in Damascus, Homs 
and Aleppo, contain 271,000 spindles and 3750 looms. An 
ambitious expansion and modernization program began under 

the Third Five-Year Plan (1971-1975) and will continue under 
the Fourth Plan (1976-1980). Nine large projects are under- 
way or projected which are intended to increase to 60 percent 
the proportion of Syrian ginned cotton consumed in local 
industry, and would add 432,000 spindles to existing production 
capacity for which export markets must be found. In 1978, 
however, there has been no perceptible increase in local con- 
sumption of ginned cotton, because of delays in implementing 
new projects, and of bringing new completed projects into 
production. 


Agriculture 


Two millennia after Syria was the granary of the Roman east, 
agriculture today is still of primary importance in the Syrian 
economy. About half of the Syrian population is directly or 
indirectly employed in agriculture; the soil yields about 22 
percent of the nation's GDP. Agricultural exports totaled 
$291 million in 1977; cotton exports -- mostly to China, the 
Soviet Union and Italy -- accounted for 74 percent of this 
amount. 


At the same time, Syria is a net importer of food and agri- 
cultural products. Agricultural imports (mostly wheat, flour, 
butter oil, rice and sugar) totaled $332 million in 1977. 
Syria's principal agricultural suppliers are Canada, the 
United States, Brazil, Lebanon, Belgium and the Netherlands. 
The United States sold $22.8 million worth of agricultural 
goods to Syria in 1977 (just over 15 percent of the total 

U.S. exports to the country), mostly rice, leaf tobacco, 
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wheat and feed corn. All of the rice, tobacco and wheat 
were provided under PL 480 concessionary terms. 


About two-thirds of Syria's six million arable hectares 
(out of a total land area of 18.5 million hectares) is 
cultivated, but only some 513,000 hectares are irrigated. 
Almost all the cotton crop is grown on irrigated land; the 
bulk of food crops depends on a rainfall averaging 322 mm 
average annual precipitation (1968-1974) in the two princi- 
pal agricultural mohafazats (governates) but is subject to 
considerable seasonal variations. 


An average wheat crop was harvested in 1978, whereas the 
barley crop was nearly double 1977's crop, thanks to more 
favorable rainfall during the growing season. The 1978 
Sugar beet crop is substantially above the 273,300 tons 
harvested in 1977, as additional acreage in the north was 
planted to meet the needs of two new sugar beet factories 
originally scheduled to go on stream in late 1977. The 
1978 cotton crop is expected to approach the 1977 level 
when 156,300 tons of lint were produced. Irrigated cotton 
acreage was down seven percent in 1978, but yields were 
substantially higher due to favorable growing conditions. 


Cotton exports during the 1978-1979 marketing year are 
expected unchanged from a year earlier. Lentil production 
was again above domestic requirements in 1978, with lentils 
now a major export item. The poultry sector continues to 
develop, particularly as broiler production is expanding. 
Although the number of layers remains about unchanged, out- 
put per hen increased significantly since 1976. 


The value of agricultural exports is expected to increase 
due to higher cotton prices. On the import side, lower 
world sugar and rice prices in 1978 may offset the increased 
volume and value of other food imports, of which wheat flour 
is increasing very rapidly in quantity. Due to delays in 
the completion of new flour mills, flour imports increased 
about 50 percent to nearly 300,000 MT in 1978, and are 
expected to increase again in 1979. 


Unpredictable rainfall makes planning difficult, and food 
shortages must be made up by costly imports. Another un- 
quantifiable factor affecting yields is the government's 
ability to respond to farmer needs concerning seeds, 
fertilizer, credit, equipment and technical assistance; 
these vital farming ancilliaries are largely supplied or 
controlled by the state. To ease the farmers' dependence 
upon capricious rainfall levels, Syria has undertaken a 
vast program of irrigation and land development. The goals 
are to increase food production, especially sugar beets, 
food grains, poultry, sheep, and dairy products, and thereby 
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reduce the sums spent on food imports and, in the long term, 
raise Syria once again to the ranks of major food exporting 
countries. The Fourth Five-Year Plan (1976-1980) calls for 
SL 17.6 billion public sector investments in new projects 
and SL 27 billion in projects underway. The grand total 
covered by the Plan is nearly SL 53 billion which also in- 
cludes SL 8 billion earmarked for reserve projects. Of the 
grand total agriculture's share is 6.6 percent or SL 3.5 
billion including irrigation and land reclamation projects. 


The Syrian Government has undertaken or planned a number of 
large irrigation and land development projects in the 

Damascus region, on the Mediterranean Coast, in the Orontes 
River Valley (Ghab region) and elsewhere. By far the most 
ambitious of these projects is in the Euphrates River Basin, 
where Syria hopes to irrigate some 640,000 hectares, more 
than doubling her present area of irrigated land. The key 

to Euphrates Basin development is the three-mile long, earth- 
filled, Soviet-built Tabga Dam (also called "Al Thawra", or 
"Revolution" dam). France, UNDP, and the World Bank have 
funded development studies in the basin; Japan, the USSR, 
Bulgaria, and Romania are designing projects, building model 
farms, providing equipment, and constructing irrigation works. 
However, full implementation of the project will take a decade 
or more. 


Complementing the extensive land development program, Syria 
is expanding and strengthening her agricultural sector infra- 
structure, including transportation and port facilities; 
sugar, fertilizer and food-processing plants; and grain and 
feed storage capacity. 


AID Program in Syria 


The United States Agency for International Development (USAID) 
inaugurated an $83 million economic cooperation program with 
Syria in FY 1975, ($95 million in 1976, $80 million in 1977, 
and $90 million in 1978 and in 1979). The 1975 program in- 
cludes a $48 million loan for the expansion and improvement 
of the Damascus water supply system, $30 million for the pur- 
chase of U.S. agricultural and construction machinery and 
other equipment, and $5 million for feasibility studies and 
technical training. 


The 1976 program funds, as major items, $45.9 million for a 
highway from Damascus to the Jordanian border, $17.6 million 
for maintenance projects in the Euphrates, and $15 million 
for importing construction and agricultural equipment. In 
1977 USAID funded rural electrification projects at $34.7 
million and the import of agricultural and construction 
equipment for $40 million. In FY 1978 USAID has provided 
technical training grants of $10 million and two loans, one 
for $60 million for a coastal highway and a second for $20 
million for import of commodities. 





IMPLICATIONS FOR THE UNITED STATES 


Following the resumption of relations between the two countries 
in June 1974, American exports to Syria accelerated. U.S. sales 
to Syria jumped from $39.6 million in 1974 to $127 million in 
1975 and $272 million in 1976; the latter, thanks to the deliv- 
ery of $105 million worth of Boeing aircraft to Syrian Arab 
Airlines and $16 million worth of General Electric locomotives 
and parts. Other U.S. exports consisted of wheat, rice, 
cigarettes, autos and other vehicles (including parts) ,and 
non-electrical machinery. The retrenchment of 1977-1978 and 
the absence of big-ticket items reduced U.S. exports to $134 
million in 1977; they are estimated to be about the same in 
1978. (Conversely, Syrian exports to the U.S. stayed below $10 
million until 1977 when petroleum replaced tobacco as the prim- 
ary export and sales doubled, a pattern that should continue 

in 1978.) It should be noted, however, that this dramatic 
increase in U.S. trade with Syria is almost exclusively in the 
realm of sales. Syrians appreciate the quality of U.S. goods 
and services and are often willing to pay higher prices for 
them. Unfortunately, only one turnkey development project has 
been granted to a U.S. firm out of many tendered in 1974-1978, 
and that in a joint venture with a Romanian company. Although 
the singular Syrian brand of "socialism" tolerates a small but 
flourishing private sector -- principally in some areas of 

real estate, import/export, textiles, retailing, construction, 
agriculture, tourism and transport -- the public sector is the 
major buyer. American firms are beginning to play a role 
through USAID-financed projects, but in open competition against 
European and Japanese firms, we have not fared well. The 
reasons are manifold: first of all, despite the relative 
internal political stability imposed by the Assad Government, 
discouraging tensions remain high in the region. These tensions 
are particularly felt in Syria, which is not only one of the 
principal actors in the Arab-Israeli dispute, but is now engaged 
in a thankless peacekeeping operation in neighboring Lebanon. 
U.S. businessmen, viewing the situation at a greater distance 
and less able to assess risks because of lack of experience, 
have beeh more cautious than their competition. Secondly, 
European and Japanese firms, often with the close cooperation 
of their governments, can usually offer a more attractive 
financing package than can their American competitors, who 
often must depend more on commercial financing rates, even more 
important as the retrenchment continues. In this regard, U.S. 
and foreign banks regard Syria as a first-class credit risk. 

An OPIC agreement was signed in 1976, but no guarantees have 
yet been granted for Syria. Loans and guarantees offered by 
these institutions would help make American firms more com- 
petitive. 


Moreover, certain Syrian business practices exasperate Americans 
even with long experience in the Middle East. The Syrian 
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bureaucracy can be cumbersome and inefficient. Because of 
inexperience, U.S. firms have difficulty making accurate pro- 
ject costs and hedge with higher bids. Another problem is 
that the Syrian Government often requires bid and performance 
bonds for government tenders equal to five and ten percent, 
respectively, of the contract price. 


More than a half billion dollars in U.S. sales since restora- 
tion of relations demonstrate that Americans can do business 
in Syria. U.S. businessmen who have scored successes in the 
Syrian market invariably offer a quality product or service 
at a competitive price and are willing to make frequent trips 
to Syria to promote their enterprise. Syrians like to do 
business on a face-to-face basis, and businessmen willing to 
invest the time and effort in personal contact with Syrian 
buyers will often find contract specifications and conditions 
can be negotiated in a mutually satisfactory way. American 
businessmen successful in the Syrian market almost always 
work closely with reputable local representatives. Although 
the Syrian Government prefers to deal directly with foreign 
firms on government contracts, officials admit such local 
representatives are usually useful in alerting the foreign 
businessmen to trade opportunities, making introductions and 
contacts, and preparing translations. 


The greatest advantage enjoyed by a U.S. businessman in the 
Syrian market is the quality and reputation of his product 
and service. Furthermore, some of the best regarded American 
enterprises coincide with Syrian economic development ‘needs. 
The government desires to involve American firms in all phases 
of its growing petroleum industry, including exploration and 
drilling in partnership with the Syrian Petroleum Company, 
pipeline construction, refinery and oil field equipment, 
equipment sales, and services contracts. America's excellent 
reputation in irrigation technology and agricultural develop- 
ment should help American firms seeking to assist Syria in 
developing this key sector. One U.S. firm has won (in a 
joint venture with the Romanian Petroleum Company) a contract 
to build a gas-gathering plant in NE Syria. Other promising 
fields for U.S. enterprises includes design and construction 
of tourism facilities, development of communications systems, 
sale of vehicles, electronic data processing, food processing, 
medical equipment and technology, textile machinery, and 
construction, agricultural, and materials-handling equipment. 
Finally, the expected doubling of Arab aid to Syria in 1979 
should create a fertile market for the enterprising exporter 
and contractor. 


* U. S. GOVERNMENT PRINTING OFFICE: 1979—281-058/72 
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MARKET SHARE REPORTS can help fill your export information 
gap. These easy-to-read reports will help you pinpoint new sales 
prospects in a wide range of markets. You'll use them extensively 
to identify overall foreign trade trends in manufactured goods and 
to compare your own performance in world markets with that of 
other traders. 


MARKET SHARE REPORTS give detailed commodity and country 
breakdowns and easy-to-reference comparative trade figures for the 


U.S. and other major suppliers. And the five-year spread of data on . ae 
trade in nearly 900 commodities gives a precise picture of changing (ere ee) 
levels of import demand and shifts in the relative competitive posi- Federal 
tions of exporting countries. ai 
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MARKET SHARE REPORTS for 1972-1976 are offered in two 
series— 


88 Country Reports—each covering a leading importing nation. 
$4.75 each. 


885 Commodity Reports—with data on exports from the U.S. and 
13 other major exporting countries. $3.25 each. 
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